SCS SB 620 -- JOB RETENTI ON PROGRAMS
SPONSOR: Loudon ( Denpsey)

COW TTEE ACTION: Voted "do pass" by the Commttee on Job
Creation and Econonm c Devel opnent by a vote of 19 to O.

TAX CREDI TS FOR BUSI NESS- USE | NCENTI VES FOR LARGE- SCALE
DEVELOPMENT ( BUI LD)

Thi s substitute:

(1) Limts the anmount of BUI LD tax credits to $11 million
annual | y;

(2) Renpbves the $75 million limt on revenue bonds the M ssour
Devel opnment Fi nance Board can sell

(3) Defines “essential industry” as a targeted industry | ocated
in Hazel wod. The industry nust meet certain criteria including
havi ng mai ntained at |east 2,000 jobs in the four years prior to
applying for tax credits, retain a certain | evel of enploynent,
and invest a m ni mum of $500, 000, 000 by the end of the third year
followi ng the issuance of these tax credit certificates; and

(4) Alows existing jobs in an essential industry to be
consi dered new j obs.

MOTOR VEH CLE BODY MANUFACTURI NG FACI LI TY | N HAZELWOOD
The substitute:

(1) Exenpts fromtaxation 50% of M ssouri taxable incone
attributed to an approved retai ned business facility in
Hazel wood;

(2) Alows the following tax credits for the facility for 10
years:

(a) A $400 or $500 tax credit for each enpl oyee retained by the
facility;

(b) A $400 tax credit for each year in which a retained enpl oyee
lives in Hazelwod. This tax credit can be prorated for
enpl oyees who have not |ived in Hazelwood for a full year;

(c) An annual $400 tax credit for each retained enpl oyee who
fits the criteria for “a person difficult to enploy.” This tax
credit can be prorated for enpl oyees who have not worked for the
facility for a full year



(d) Atax credit equal to 80% of the training expenses that are
in excess of $400 per trainee, if the trainee is a resident of
Hazel wood or is defined as “a person difficult to enploy.” This
tax credit cannot exceed $400 per trainee; and

(e) Atax credit equal to 10% of the first $10,000 of qualifying
investment, a 5%tax credit on the next $90, 000 of qualifying
investnent, and a 2% tax credit on all remaining qualifying

i nvest nents;

(3) Alows a tax refund to be issued to the facility in

Hazel wood, but only if the certified tax credits exceed the
conpany’s total Mssouri tax liability by at least $1 mllion.
In this case, a portion of the tax credits earned will be
consi dered an overpaynent of taxes and may be refunded to the
conpany. The maxi nrum anmount of the refund cannot exceed $2
mllion a year;

(4) Prohibits the facility fromtaki ng advantage of the tax
exenption for new businesses in enterprise zones, tax credits for
a new or expanded business facility in an enterprise zone, tax
credits for training enployees, tax credits for new or expanded
busi ness facilities, or the inconme tax refund for establishing a
new business facility in an enterprise zone if it uses the tax
exenption, tax credits, and tax refund in the substitute;

(5) Allows the facility to participate in the New Jobs Training
Program and

(6) Requires any contract entered into between the facility and
t he Departnent of Econom c Devel opnent to include a requirenent
that the conpany naintain operations at the facility for at |east
10 years at a particular enploynent |evel. The contract nust

al so include provisions for repaynent of incentives upon breach
of contract.

TAX | NCREMENT FI NANCI NG

The substitute specifies how econom c activity taxes and new
state tax revenues will be calculated for a national headquarters
that has noved from another state to M ssouri.

The substitute contains an energency cl ause.

FI SCAL NOTE: Estimated Net Loss to the General Revenue Fund of
$0 in FY 2004, $0 or Unknown G eater than $1, 000,000 in FY 2005
and FY 2006.

PROPONENTS: Supporters say that without the bill as it passed
the Senate there is no possibility that Ford will keep the plant



in Hazel wod. |If the plant closes, the effect will be felt

st at ewi de because the state will lose $25 million per year in tax
revenue and 11,000 jobs. The bill gives the Departnent of
Econom ¢ Devel opnent the best tools the state can offer for

negotiating with Ford. |If it does not pass, the state will have
no ability to negotiate with Ford. The bill doesn’t cost
anything if Ford decides to close the Hazel wood plant, and it
requi res that Ford nake a $500 million capital investnment before

the state will contribute. The legislationis narrowy drawn so
that it only applies to the Ford plant in Hazel wod. Therefore,
there is no risk that another business will take advantage of

t hese incentives.

Testifying for the bill were Senator Loudon; Representatives Abel
and Spreng; Departnment of Econom c Devel opnent; United Auto

Wor ker s—Local 325; St. Louis Community Col |l ege; United Auto

Wor kers- M ssouri State CAP Counsel; M ssouri AFL-CIO and Ford
Hazel wood Task For ce.

OPPONENTS: There was no opposition voiced to the committee.

Alice Hurley, Legislative Analyst



